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EXAAUTIVNE SCUNMARY

During July 2019, the Consumer Price Index (CPI) released by Statistics South Africa (Stats SA) indicated that the
headline CPI and the food and non-alcoholic beverage price indices reached 4% and 3.4%, respectively, compared
to the 4.5% and 3.7% reported in June 2019.

Prices were compared for selected food items in rural and urban areas for July 2019. Food items showing the largest
price differences between urban and rural areas in July 2019 include: sunflower oil (750m{) at a difference of R3.70,
Ceylon/black tea (62.5g) at R3.17 difference, and super maize meal (2.5kg) at a difference of R1.29. This indicates
that urban consumers pay R0.34 more, on average, for some of these food items. In other cases, however, rural
consumers paid more for certain products (white sugar (2.5kg), margarine spread (500g), and peanut butter (400g)),
than their urban counterparts.

The FAO Food Price Index (FFPI), in nominal terms, averaged 170.9 points in July 2019, down 1.1% (1.8 points)
from June 2019 but 2.3% higher than in July 2018. The m-o-m decline was the result of lower prices for some
cereals, dairy products and sugar, which more than offset somewhat firmer prices for meat and oils.

During July 2019, the nominal cost of the NAMC'’s 28-item urban food basket amounted to R870.47 compared to the
R873.75 reported during June 2019, resulting in a monthly percentage decrease of 0.4%. When compared to July
2018, an annual (y-o-y) percentage increase of 3% was reported.

Comparing July 2019 vs. July 2018 retail prices, higher price increases (6% or more) were observed for the
following products within the NAMC’s 28-item food basket: bananas, maize meal, apples, brown bread, white sugar,
baked beans, Ceylon/black tea, peanut butter, white bread, cabbage, full cream milk, and canned pilchards. When
comparing price changes for July 2019 vs. July 2018 with April 2019 vs. April 2018 higher price increases were
reported for bread & cereals, fruit, dairy, bean products, coffee & tea, and sugar.

A key factor that could provide upward pressure to the outlook period are the exchange rate movements over the
next six months. Looming global and macro-economic issues such as an intensification of the USA-China trade war
and a possible downgrade rating for South Africa, could accelerate inflationary pressures on food which is currently
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relatively benign.
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Ontroduction

During July 2019, the Consumer Price Index (CPI) released by Statistics South Africa (Stats SA) indicated that the
headline CPI and the food and non-alcoholic beverage price indices reached 4% and 3.4%, respectively. The same
indices were at 4.5% and 3.7% respectively, during June 2019. Figure 1 shows trends of the headline CPI and food
and non-alcoholic beverage inflation rates on a monthly basis, from January 2012 to July 2019.
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Figure 1: Headline CPI and food and non-alcoholic beverage CPI
Source: Stats SA, 2019

Figure 2 presents the components of the food and non-alcoholic beverage index changes. During July 2019 vs.
July 2018, the following changes, in descending order, were reported: sugary foods (8.7%), bread & cereals (7.9%),
fish (6.4%), fruit (6%), processed foods (5.1%), vegetables (4.3%), other food items (3.7%), oils & fats (2.9%), milk,
eggs and cheese (1.6%), unprocessed foods (1.5%), and meat (0.2%). The monthly percentage changes are also

illustrated.
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Figure 2: Annual (July 2019 vs. July 2018) and monthly (July 2019 vs. June 2019) CPI changes for different
food categories
Source: Stats SA, 2019
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Overall inflation and food inflation:
South Gllrica and selected countries

Table 1 shows the y-o0-y overall inflation and food inflation rates for July 2019 for South Africa and other selected
countries. South Africa’s overall inflation for July 2019 reached 4% with food inflation reaching 3.4%. The food
categories with the largest annual contribution to South African food inflation include sugary foods, bread & cereals,
and fish. The Zambian overall inflation rate for July 2019 reached 8.8%, with food inflation at 9.3%. Botswana'’s
overall inflation rate reached 2.9%, with a projected food inflation rate of 1.6%, during July 2019. Turkey’s overall
inflation rate reached 16.7%, compared to their food inflation rate of 18.2%. Considering inflation rates of the BRIC
countries, China recording the lowest annual inflation of 2.8%, with the highest food inflation rate of 9.1%.

Table 1: Overall inflation and food inflation during May 2019 to July 2019
May 2019 June 2019 July 2019

Overall Food inflation Overall Food Overall Food
inflation (%) (%) inflation (%) inflation (%) inflation (%) inflation (%)

Country

Botswana

Brazil
China
India

Namibia

Russia
South Africa
Turkey

United
Kingdom
United States
(Us)

Zambia

Sources: Central banks and statistics reporting institutions of these countries, 2019

*Note: Projected value
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QUrban and rural foed price trenda:
Quly 2079 va. July 2078

Tables 2 and 3 rank selected food items pertaining to urban and rural areas, according to their various inflation
rates. The food products highlighted in Table 2 are those with annual urban inflation rates exceeding the South
African Reserve Bank’s (SARB) inflation upper band of 6%:

Table 2: Food items in the urban areas ranked (July 2019 vs. July 2018)

Grain and grain products Meat, n::ztdzr:t):l;:lt:,etagi;y, dairy A Fresh andfer;:teasbslzg fruits and
Loaf of white bread (each) -15.8% | Powdered milk 400g -12.7% | Naartjies - fresh per kg -14.5%
Margarine spread 1kg -4.2% | Eggs 2.5 dozen -8.8% | Beans - dried 1kg -5.1%
Cake flour S5kg -3.9% | Eggs 1.5 dozen -7.7% | Pears - fresh per kg -4.3%
Cake flour 1kg -3.6% | Beef sirloin - fresh per kg -5.5% | Oranges - fresh per kg -0.9%
Brick margarine 500g -3.3% | Beef fillet - fresh per kg -4.0% | Carrots - fresh per kg 1.5%
Cake flour 2.5kg -1.8% | Lamb - rib chop per kg -3.9% | Sweet potatoes - fresh per kg 1.7%
Pasta 1kg -0.2% | Powdered milk 250g -3.8% | Beans - dried 500g 1.7%
Margarine spread 500g 0.0% Beef chuck - fresh per kg -3.5% | Beans - dried 2kg 2.0%
Rice 2kg 1.7% Beef stew - per kg -3.3% | Onions - fresh per kg 2.8%
Sunflower oil 750m#& 1.8% IQF chicken portions - 1,8kg -2.9% | Potatoes - fresh per kg 4.7%
Brick margarine 250g 1.9% Beef brisket - fresh per kg -2.8% | Tomatoes - fresh per kg 5.5%
Brick margarine 1kg 2.3% IQF chicken portions - 5kg -2.8% | Cabbage - fresh per kg 6.8%
Loaf of white bread 600g 2.6% Lamb - offal per kg -2.8% | Cabbage - fresh each 6.8%
Peanut butter 800g 2.8% IQF chicken portions - 2kg -2.3% | Baked beans - tinned 410g 8.6%
Brick margarine 125g 3.4% Beef mince - fresh per kg -2.1% | Cauliflower - fresh per kg 11.7%
Rice 500g 3.5% Lamb - loin chop per kg -2.0% | Pumpkin - fresh per kg 12.4%
Rice 1kg 4.2% Lamb - stew per kg -2.0% | Apples - fresh per kg 13.8%
Macaroni 1kg 4.4% | Corned beef 300g -1.7% | Bananas - fresh per kg 22.8%
Loaf of brown bread 600g 4.8% IQF chicken portions - 4kg -1.4% | Beetroot - fresh per kg 29.7%
Instant noodles 78g 5.0% Eggs 0.5 dozen -1.3%

Sunflower oil 28 5.2% Lamb - leg per kg -1.3%

Super maize 1kg 5.7% Beef offal - fresh per kg -1.3% | Other %
Cold cereals 450g 5.8% Beef T-bone - fresh per kg -0.9% | Instant coffee 100g -4.8%
Cold cereals 500g 5.9% Lamb - neck per kg 0.4% | Ceylon/black tea 500g -4.3%
Instant noodles 73g IQF chicken portions - 1,5kg 0.5% | Instant coffee 250g -1.8%
Cold cereals 750g Chicken giblets per kg 0.8% | Instant coffee 500g -0.1%
Pasta 500g Beef rump steak - fresh per kg 1.2% | Instant coffee 750g 0.1%
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Meat, meat products, dairy, dairy Fresh and processed fruits and
products and eggs vegetables

Grain and grain products

Chicken portions frozen - non IQF
average per kg

Loaf of white bread 700g 1.3% | Ceylon/black tea 62.5g

Chicken portions frozen - non IQF per
kg (real)

Peanut butter 400g Powdered milk 900g W7 \White sugar 10kg
Special maize 10kg Powdered milk 500g NP7 \White sugar 1kg

Cold cereals 400g Cheddar cheese per kg X073 Ceylon/black tea 250g
Spaghetti 500g Tuna - tinned 170g PRI \White sugar 500g
Sunflower oil 48 Low fat milk - long life 1,5€ PR3 \White sugar 5kg
Peanut butter 250g Full cream milk - long life 500m€ 2.3% RWEET-Cla R ¢
Macaroni 500g Full cream milk - fresh 250m# EWS73 Ceylon/black tea 125g
Loaf of brown bread 700g Low fat milk - fresh 2€ ERTZ3 White sugar 2kg
Super maize 2.5kg Full cream milk - fresh 500m# 3.8%

Instant noodles 85g 1.3% | Instant coffee 200g

Instant noodles 75g Full cream milk - fresh 18 3.9%
Spaghetti 1kg Chicken portions - fresh per kg 4.0%

Special maize 2.5kg Sausage 500g 4.4%
Rice 5kg Full cream milk - fresh 28 4.7%

Super maize 5kg Pork chops - fresh per kg 4.8%

Special maize 5kg Low fat milk - fresh 18 5.5%

Special maize 1kg Polony per kg 5.5%
Sunflower oil 500m#€ Whole chicken - fresh per kg 5.5%
Ham 500g
Fish (excl. tuna) - tinned 400g

Low fat milk - long life 1€

Pork - ribs per kg

Full cream milk - long life 18

Fish (excl. tuna) - tinned 215g

Full cream milk - long life 6x18
Bacon 250g

Fish (excl. tuna) - tinned 155g

Source: Stats SA, 2019
Note: Food items highlighted in the table above experienced price increases above the South African Reserve Bank’s (SARB) inflation target of

6%.
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The food products highlighted in Table 3 record selected products exceeding the SARB annual inflation rate of 6%
in the rural areas.

Table 3: Food items in the rural areas ranked (July 2019 vs. July 2018)

Grain and grain products M:a_t, meat products, dairy, Fresh and processed fruits and
airy products and eggs vegetables

Brick margarine 250g -1.9% Low fat milk - fresh 2¢ -4.0% | Oranges - fresh per kg -6.7%
Margarine spread (tub) 1kg -1.6% Beef fillet - fresh per kg -1.9% | Onions - fresh per kg -6.1%
Sunflower oil 500m?{ 0.1% Full cream milk - long life 500m¢{ 0.6% | Beans dried 500g -1.3%
Brick margarine 500g 0.2% Beef chuck - fresh per kg 1.1% | Tomatoes - fresh per kg -0.8%
Peanut butter 270g 0.7% Full cream milk - fresh 1¢ 1.3% | Beans dried 1kg 0.4%
Margarine spread (tub) 5009 0.9% Full cream milk - fresh 500m¢£ 1.7% | Potatoes - fresh per kg 0.4%
Sunflower oil 2¢ 1.8% Beef brisket - fresh per kg 2.2% | Beans dried 2kg
Rice 1kg 3.2% Full cream milk - long life 1£ 2.4% WAJICEERiE NIl el
Peanut butter 400g 3.3% Beef T-bone - fresh per kg 43l Bananas - fresh per kg

Rice 5009 3.6% Full cream milk - fresh 2¢ PRV Potatoes - fresh 10kg

Sunflower oil 750m¢{ 3.6% Fish (excl. tuna) - tinned 155g

Special maize 1kg 4.8% Beef rump steak -fresh per kg

Super maize 1kg 5.3% Eggs 1/2 dozen Other products %
Loaf of brown bread 600g 5.3% Fish (excl. tuna) - tinned 425g Ceylon/black tea 200g -2.8%
Rice 2kg 5.5% Ceylon/black tea 62.5g -0.9%
Loaf of white bread 600g 5.5% Instant coffee 250g 0.3%
Brick margarine 125g 5.6% Instant coffee 100g 0.7%
Super maize 5kg 5.7% Ceylon/black tea 125g 3.8%
Super maize 2.5kg Ceylon/black tea 250g 41%
Loaf of white bread 700g White sugar 1kg 4.3%
Loaf of brown bread 700g White sugar 2.5kg 5.2%
Special maize 5kg

Special maize 2.5kg

Source: Stats SA, 2019

Note: Food items highlighted in the table above experienced price increases above the South African Reserve Bank’s (SARB) inflation target of

6%.
A closer look at annual food price trends: July 2019 vs. July 2018

During the period July 2019 vs. July 2018, the international price of wheat (US No.2, Hard Red Winter ord. Prot.,
US FOB Gulf) decreased by 10.1%, while the domestic wheat prices increased by 11%. Urban consumers paid
11.3% and 6.8% more for a loaf of brown and white bread (700g), respectively. Domestic yellow maize prices
increased by 32.9%, while international yellow maize prices increased by 21.1%. Super and special maize meal
prices (2.5kg) increased by 11.6% and 14.7%, respectively, in urban areas. During the same period, the urban
prices of sunflower oil (750m¢) increased by 1.8%. Domestic prices of sunflower seed increased by 10.2% annually,
whilst the international sunflower seed prices decreased by 8.2%.

During July 2019 vs. July 2018, the average beef producer prices (R/kg) of classes A2/A3, B2/B3 and C2/C3
decreased by 3.9%, 9.8% and 9.5%, respectively. Lamb/mutton producer prices (R/kg) of classes A2/A3, B2/B3
and C2/C3 decreased by 9.4%, 28% and 19.9%, respectively. Producer prices of frozen, fresh and individually
quick frozen (IQF) chicken portions (R/kg) increased by 4.4%, 2.3% and 1.6%, respectively. Porker and baconer
producer prices (R/kg) increased by 15.5% and 20.1%, respectively.
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Table 4 compares prices of selected food items in rural and urban areas for July 2019. Food items showing the
largest price differences between urban and rural areas in July 2019 were: sunflower oil (750m¢{) at a difference of
R3.70, Ceylon/black tea (62.5g) at R3.17 difference, and super maize meal (2.5kg) at a difference of R1.29. This
indicates that urban consumers pay R0.34 more, on average, for some of these food items. In other cases, however,
rural consumers paid more for certain products (white sugar (2.5kg), margarine spread (500g), and peanut butter

(4009)), than their urban counterparts.

Table 4: Comparison between urban and rural food prices (selected food items)

14.62 15.16 -0.54
12.62 12.58 0.04
13.83 13.58 0.25
20.68 19.49 1.19
23.86 22.57 1.29
27.10 28.53 -1.43
30.05 30.97 -0.92
26.46 2713 -0.67
21.85 18.15 3.70
16.30 13.13 3.17
39.72 42.09 -2.37

Source: Stats SA, 2019

Food Price Monitor - August 2019




O A

The Food and Agricultural Organization (FAO) of the United Nations (UN) publishes its Food Price Index (FPI) on
a monthly basis. The FPI consists of five commodity group price indices, namely, the Meat Price Index, the Dairy
Price Index, the Cereals Price Index, the Qils Price Index and the Sugar Price Index. These indices are weighted
with the average export shares of each of the groups for 2002 to 2004. In total, 55 commodity quotations, considered
by FAO commodity specialists as representing the international prices of the noted food commaodities, are included
in the overall index. Figure 3 shows the overall monthly real (deflated) FAO FPI from 2014 to 2019, with July 2019
reaching an index level of 134.37 percentage points.

155
160
155
150
145

100)

125

12ﬂ T T T T T T T T T T T 1
= &0 o H
2018 —2019*

Food Price Inex (2002-2004
=
&

£ &

lan
i}
Jun
Mo
Dec

—2014 ——2015 — 2016 —2017

Figure 3: International monthly real FPI
Source: FAO, 2019
*Note: Current year
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Figure 4 shows the price indices (real terms) for five food categories, in real terms. The monthly (July 2019 vs. June
2019) growth percentages indicated decreasing trends for Dairy, Cereals and Sugar Price Indexes. The annual
(July 2019 vs. July 2018) growth percentages indicated decreasing trends for the Dairy and Qils Price Indexes. The
Sugar Price Index reflected the largest annual growth of 9.6%, whilst the Qils Price Index reflected the largest annual

decline of 10.9%.
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90 | I | I | I | | I
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Meat Price Index
Oils Price Index
Figure 4: Real price indices for five food categories

Source: FAO, 2019

The FAO Food Price Index (FFPI)!, in nominal terms,
averaged 170.9 points in July 2019, down 1.1% (1.8
points) from June 2019 but 2.3% higher than in July
2018. The m-o-m decline was the result of lower prices
for some cereals, dairy products and sugar, which more
than offset somewhat firmer prices for meat and oils.

The FAO Cereal Price Index, in nominal terms,
averaged 168.6 points in July 2019, down 2.7% (4.6
points) from June 2019 but 4.1% above its level in the
corresponding month last year. The decline in July 2019
was driven by lower wheat and maize prices. In wheat
markets, despite downward adjustments to production
prospects in several countries, large export supplies
and continued expectations of record world production
this year weighed on international prices. Similarly,
after their rapid surge in June 2019, international maize
prices fell in July 2019; ample export availabilities,
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Sugar Price Index

particularly in Argentina and Brazil, contributed to the
slide. However, FAO’s all rice price index marked its
fifth successive month of stability, amid generally quiet
market activity.

The FAO Vegetable Oil Price Index, in nominal terms,
averaged 126.5 points in July 2019, up 0.8% (one point)
from the previous month but still 11% below last year’s
corresponding level. Overall, firmer soy and sunflower
oil prices more than offset a further drop in palm oll
values. The concurrence of seasonal production rises
in Southeast Asia and sluggish global import demand
continued weighing on palm oil prices. On the other
hand, soy-oil prices appreciated almost in tandem with
rising soybean values while low crush volumes in the
United States also contributed to the increase. Similarly,
sunflower oil firmed as a slowdown in crushing in the
Black Sea region coincided with robust international
demand.

! Unlike for other commodity groups, most prices utilized in the calculation of the FAO Meat Price Index are not available when the FAO Food
Price Index is computed and published; therefore, the value of the Meat Price Index for the most recent months is derived from a mixture of
projected and observed prices. This can, at times, require significant revisions in the final value of the FAO Meat Price Index which could in turn

influence the value of the FAO Food Price Index.
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The FAO Dairy Price Index, in nominal terms, 193.5

points in July 2019, down 2.9% (5.7 points) from June
2019, representing the second consecutive month
of decline. At this level, the index value is some 6%
above that of January 2019 but almost 3% below the
corresponding month last year. In July 2019, quotations
for butter declined the most, followed by cheese and
Whole Milk Powder (WMP). Weakness from lacklustre
spot market trading, as the summer holiday period in
the Northern hemisphere enters its peak, contributed
to the weaker prices. By contrast, Skim Milk Powder
(SMP) prices recovered, supported by firmer buying
interest from the Middle East and Asia.

The FAO Meat Price Index, in nominal terms, 176.2
points in July 2019, up 0.6% (one point) from its slightly
revised value for June 2019 and registering the sixth
moderate m-o-m price increase. At this level, the index
value stands at nearly 10% above that of January 2019,
but almost 17% below its peak in August 2014. In July
2019, price quotations for ovine meat rose further,
boosted by strong import demand from Asia amid
supplies from Oceania retreating from their seasonal

highs. Asia’s robust import demand for bovine meat
also contributed to further gains in bovine prices.
However, quotations for pig-meat were down slightly
after four months of continued increases, reflecting
larger export availabilities from Brazil and the United
States. Poultry quotations held firm at June 2019 levels,
with markets characterized by generally stable but still
strong demand.

The FAO Sugar Price Index, in nominal terms, 182.2
points in July 2019, down 0.6% (one point) from June
2019, mainly on expectations for higher sugarcane
yields in India, the world’s largest sugar producer,
following above average rainfalls in the main sugar
producing regions. The decline in world prices was,
however, somewhat contained by a strengthening of
the Brazilian currency (Real) against the United States
Dollar, a move that tends to restrain exports from
Brazil, the world’s largest sugar exporter. In addition,
new estimates pointing to smaller sugar production in
Brazil's Centre-South through June 2019 also provided
some support.
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The estimated impact of food inflation on consumers

The purpose of this section is to illustrate the impact of food inflation on consumers. The analysis presented in this
section is based on the cost of a NAMC'’s 28-item food basket' (originally compiled by the Food Price Monitoring

Committee in 2003, revised in January 2017), based on monthly average food price data for the period July 2019
vs. July 2018.

During July 2019, the nominal cost of the NAMC’s 28-item urban food basket amounted to R870.47, decreasing by
0.4% from June 2019 (m-0-m) and increasing by 3% from July 2018 (y-o-y). The cost of this food basket expressed
as a share of the average monthly income? of the poorest 30% of the population increased from 56.8% in July 2018
to 58.5% in July 2019. The cost of the food basket expressed as a share of the average monthly income of the
wealthiest 20% of the population increased from 3% in July 2018 to 3.1% in July 2019 (Figure 5).

900 i II I 80%
- AN T RN AN NN RN —
ST ™ ¢
=  ANNERRRARC AR R ' 60% 8
‘g’ﬁ"” | I'||||||||||||“”||||||||“"“I 50%§
9 50 -n Lh [ N | II II IIi _______________________________ o
-?é ” ” ” " " ”l _______________________________ - 40% ®
400 [ | | B | L w
THILL I - 30% ©
7300 - HHHHHHHHHH T 4I ——————————————————————————————— g
izon Myt n iy HHHHHHHHHHHHHHHHT - 20% £
%100 S SEEENNEEENEEERNEEEEEEETE g 1y iiinniinniinniin Rl iianainily - 10% “
S 0 AAMAMAAAAMAAAMMMAAMAAARAMAAMMMAAAMAAAAMAAMAAMMAMMAAMY
9 9 2 89 8 8 8 8555533333933
§3:3:23;3233353%258%3:
" Total nominal basket cost Share of income ED1-3 A Share of income ED9-10

Figure 5: The cost of a typical consumer food basket for the period January 2015 to July 2019, expressed in nominal
terms and as share of the average income of the poorest 30% of households (Expenditure Deciles 1-3)
and the wealthiest 20% of households (ED 9-10)

Sources: BFAP calculations, Stats SA, 2019

*Note: New basket composition from January 2017

! Composition of the NAMC food basket: Apples fresh (per kg), Baked beans tinned (410g), Bananas fresh (per kg), Beans dried (5009), Beef
mince fresh (per kg), Beef offal fresh (per kg), Bread loaf brown (700g), Bread loaf white (700g), Cabbage fresh (per kg), Cheese cheddar (per
kg), Chicken giblets (per kg), Chicken portions IQF (2kg), Coffee instant (250g), Eggs (1.5 dozen), Fish (excl. tuna) tinned (400g), Maize meal
super (5kg), Margarine brick (500g), Milk full cream long life (1¢), Onions fresh (per kg), Oranges fresh (per kg), Peanut butter (400g), Polony
(per kg), Potatoes fresh (per kg), Rice (2kg), Sugar white (2.5kg), Sunflower oil (750m¢), Tea Ceylon/black (2509) and Tomatoes fresh (per kg).

2 The cost of the typical food basket was expressed as a share of the estimated average monthly income of Expenditure Deciles 1-3, the
poorest 30% of the population, as calculated from the Stats SA Living Conditions Survey (LCS) 2014/15 (household income estimated by total
expenditure of households on all items). The wealthiest 20% of the population was expressed as a share of the estimated average monthly
income of Fxpenditure Deciles 9-10
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To further explore the impact of inflation on consumers, Figure 6 presents an illustration of the average nominal
cost growth of specific food groups within the NAMC’s 28-item food basket, comparing the periods July 2019 vs.
July 2018 (y-o0-y) and July 2019 vs. June 2019 (m-o0-m). Food categories in this 28-item food basket experiencing
the highest annual inflation include fresh produce (particularly fruit, but also vegetables), sugary foods, and bread

& cereals.
14%
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Figure 6: Nominal cost growth of specific food groups within the NAMC'’s 28-item food basket, comparing
July 2019 vs. July 2018 and July 2019 vs. June 2019
Sources: BFAP & NAMC calculations, Stats SA, 2019
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The various food groups within the NAMC’s 28-item food basket are discussed in more detail in Table 5 below.

Table 5: Overview of contributions to annual food price increases within the 28-item NAMC food basket, July

2019 vs. July 2018
Overall inflation

- Major contributors Ll s
I SR : contributors to  contributors to
to inflation in this h P . h T . Comments
category inflation in this  inflation in this
category category
Beef offal (-1.3%)
Animal +0.04% | +1.0% Tinned fish (+6.2%) Chicken giblets (B_ge1fo;n)|nce Inflation on polony and
protein e 7% | Polony (+5.5%) (+0.8%) \QF C;’]icken tinned fish.
portions (-2.3%)
Maize meal (+16.7%) L . .
SOl +10% | +4.5% |Brown bread (+11.3%) |Rice (+1.7%) | None N
White bread (+6.8%) ’ ’
Vegeta- Cabbage (+6.8%) High inflation on
blegs +4.9% | +19.9% | Tomatoes (+5.5%) Onions (+2.8%) None cabbage, tomatoes and
Potatoes (+4.7%) potatoes.
- Bananas (+22.8%) High inflation on
o, 0, 4 o,
Fruit +12% +6.8% Apples (+13.8%) None Oranges (-0.9%) bananas and apples.
Dairy +4.4% | -01% | Full cream milk (+6.7%) (Cg?,}:;’ar cheese | None inflation on milk and
cheese, deflation on
Eggs -1.7% -6.5% | None None Eggs (-7.7%) €ggs.
Fats and AEG o Sunflower oll Brick margarine | Low inflation on
oils Wi | ke | NEne (+1.8%) (-3.3%) sunflower oil.
. Inflation mainly on
0,
sf::ucts +5.9% | +2.1% E:gﬁgtbtfﬁ?:r((igg&)) (I:ﬂe?o/t: ;aans None baked beans and
’ ’ peanut butter.
Coffee Ceylon/black tea Instant coffee Inflation on tea, slight
+3% +2.2% 3 None - deflation on the price of
and tea (+7.9%) (-1.8%) coffee.
fSOL:)gdasry +11.1% | +5.8% | White sugar (+11.1%) None None Inflation on sugar.

Sources: BFAP & NAMC calculations, Stats SA, 2019
*Note: Previous Food Price Monitor analysis period prior to July 2019 vs. July 2018

When comparing July 2019 vs. July 2018 retail prices, higher price increases (6% or more) were observed for
the following products within the NAMC'’s 28-item food basket (in order from highest to lowest): bananas, maize
meal, apples, brown bread, white sugar, baked beans, Ceylon/black tea, peanut butter, white bread, cabbage, full
cream milk, and canned pilchards. The items with high inflation could have negative implications in terms of dietary
diversity. When comparing price changes for July 2019 vs. July 2018 with April 2019 vs. April 2018 (i.e. the previous
Food Price Monitor analysis period), higher price increases were reported for bread & cereals, fruit, dairy, bean
products, coffee/tea and sugar.
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The impact of inflation on very poor consumers is based on the typical portion sizes of very poor consumers with
regards to the five most widely consumed food items in South Africa represented by maize porridge, brown bread,
sugar, tea and full cream milk (National Food Consumption Survey - Steyn & Labadarios, 2000; Oldewage-Theron
et al, 2005). Figure 8 illustrates the estimated portion costs for these foods, calculated from food price data for July
2019 vs. July 2018. The significant cost contribution of maize meal and bread to the typical basic daily food selection
of poor consumers, are emphasised by the results in Figure 8.

Despite the relatively low actual food weight contribution of bread to this ‘food plate’, the bread component costs
more than the maize porridge component (about 52% more in this case for July 2019). When comparing the costs
associated with the typical portion sizes of very poor consumers with regards to the five most widely consumed
food items in South Africa, based on July 2019 vs. July 2018 prices, the results in Figure 8 indicate deflation of
approximately 11.9% (from R5.41 to R6.05 for the typical portion selection). All items revealed positive inflation, in
particular maize meal, brown bread, sugar and tea. Comparing July 2019 vs. June 2019, the costs associated with
the typical portion sizes of very poor consumers with regards to the five most widely consumed food items in South
Africa, increased by 0.6%.
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Figure 8: Average nominal cost for the typical portions of the five food items most widely consumed by very
poor consumers in South Africa, July 2019 vs. July 2018
Sources: BFAP calculations, Stats SA, 2019
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Outlook

Food and non-alcoholic beverage inflation rose by 3.4%
during July 2019, with food inflation (without beverages)
increasing slightly lower at 3%. This is much lower than
the y-o-y inflation rate of 4.4% associated with the
BFAP Thrifty Healthy Eating Basket. This timid growth
in food inflation can mostly be attributed to the marginal
y-o-y inflation in the meat category (+0.17%). This was
caused by a combination of factors, including Foot
and Mouth Disease (FMD) which resulted in high(-er)
value cuts destined for export markets rather being sold
locally due to the closure of international markets, and a
consumer under severe pressure. The main contributors
to inflation in July 2019 were bread and cereals,
vegetables and sugar, sweets and confectionary.

On a monthly (m-o-m) basis prices of bread moved
sideways. Annual (y-o-y) figures for brown bread
however increased substantially, with 11.2%. This retail
trend is mimicking wheat price movements of the past
few months where wheat prices changed marginally
between June 2019 and July 2019, but y-0-y increases
for July reached 11%. These substantial increases
were already pre-empted in 2019Q2 with the average
quarterly wheat showing an increase of 16.2%, y-o-y.
Initial indication of the y-o-y average quarterly growth
in wheat prices indicate that the upward pressures
on bread prices will persist during the rest of 2019,
albeit at a slower rate. The average price growth
across all recorded packaging sizes for super maize
meal was 11.3% y-o-y. Similar to bread, this price
increase is driven by a substantial y-o-y increase of
the underlying commodity price, namely white maize.
Initial comparative white maize prices between 2019Q3
and 2018Q3 suggest that maize meal prices will also
experience upward pressure throughout the rest of the
year. This could be exasperated by recent and further
exchange rate depreciations.

Meat prices only showed marginal growth of 0.7%
between July 2018 and July 2019 (y-o-y). As mentioned
above, this is partly due to increased domestic supply

but also as a result of dismal local economic conditions
that are constraining consumer spending. It is expected
that the price growth in this industry will slowly pick
up on the back of regained access to some markets
lost due to the Foot-and-Mouth disease (FMD). With
regards to meat there is surely a significant upside risk
to inflationary projections due to the recent and possible
future devaluation of the Rand.

With regards to fresh produce inflation, vegetable
prices showed an increase of 4.3% whilst fruit prices
increased by almost 6% since July 2018. Despite
persistent growth in vegetable prices since October
2018 the rate of growth does seem to be slowing down.
This could signify a stabilization of the demand support
that vegetable prices have received over the first half
of 2019. With regards to fruit, the notable increase in
prices could possibly be attributed to an increase in
quality after the recovery from the prolonged drought
in the Western Cape. The improved quality also allows
for a larger portion of fruit production to be exported,
which, in turn, intensifies the link to global prices and
the exchange rate. Based on this it is expected that fruit
price growth will increase for the remainder of 2019.

Sugar and confectionary product prices increased by
8.7% since July 2018. This high rate could possibly
be attributed to the pre-tariff base effect that was still
present in July 2018. Other factors that could play a role
is the spill-over price effects from the sugar tax which
is only applied to carbonated drinks with high levels of
sugar. It is expected that the y-o-y growth will remain
above 5% for the rest of 2019.

A key factor that could provide upward pressure to the
outlook period as discussed above are the exchange rate
movements over the next six months. Looming global
and macro-economic issues such as an intensification
of the USA-China trade war and a possible downgrade
rating for South Africa, could accelerate inflationary
pressures on food which is currently relatively benign.
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APPENDIX: DATA COLLECTION

Urban food prices reported on in this media release are obtained from Statistics South Africa (Stats SA). The prices
obtained are regarded as being representative of changes in food prices in South Africa for the following reasons:

e Stats SA price data on all products are sampled from approximately 1 800 different data collections points
across the country on a monthly basis. Food price data is not collected from all the data collection points since
some stores that are sampled do not necessarily sell food. In addition, certain food prices are not sampled
in all provinces. Food price data collection by Stats SA also involves fieldwork where price collectors visit
stores to collect data, after which such data undergoes a rigorous process to ensure its integrity. The basket
of food products included was derived from the Living Conditions Survey of 2014/15’ compiled by Stats SA to
ensure that the basket is representative of consumer spending on food. For more detailed information on the
methodological process involved in the collection of prices visit the Stats SA website: http://www.StatsSA.gov.
zal.

e This media release also reports food prices in rural areas. Rural food prices were collected from 190 outlets/
shops by field workers on a monthly basis.
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Disclaimer:

Information contained in this document results from research funded wholly or in part by the NAMC acting in good
faith. Opinions, attitudes and points of view expressed herein do not necessarily reflect the official position or pol-
icies of the NAMC. The NAMC makes no claims, promises, or guarantees about the accuracy, completeness, or
adequacy of the contents of this document and expressly disclaims liability for errors and omissions regarding the
content thereof. No warranty of any kind, implied, expressed, or statutory, including but not limited to the warranties
of non-infringement of third-party rights, title, merchantability, fitness for a particular purpose or freedom from com-
puter virus is given with respect to the contents of this document in hardcopy, electronic format or electronic links
thereto. Reference made to any specific product, process, and service by trade name, trade mark, manufacturer or
another commercial commodity or entity are for informational purposes only and do not constitute or imply approval,
endorsement or favouring by the NAMC.
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